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sold by Bell Atlantic to Payphone Service Providers. Bell Atlantic
employed essentially the same premise as Pecple's Counsel, but
reached a different conclusion, based on the following syllogism:
because usage underlies all telephone service, 1it.is not payphone-
specific; because usage 1s not payphone-specific, Federal law does
not require it to be tariffed at the Federal level: because usage
is not tariffed at the Federal level, the New Services Test doces
not. apply to it. Throughout its argument, Bell Atlantic appeared
to treat Federal tariffing of a service offer;ng-as a prerequisiﬁe
for applying the New Services Test to that offering. Bell Atlantic
made a similar argument in a recent case before the Pennsylvania
Public Utility CommissignA in which the applicability of the New

Services Test to local usage was at issue. In Ceptral Atlantic

Payphone Associaticn vs. Bell Atlantic-Pennsylvania, Inc.,

Pennsylvania P.U.C. (1898) ., the trier of fact determined that tar-
iffing at the Federal level had "no relevance" to the question of

applying the New Services standards to a particular service.

Specifically, the trier of fact in Central Atlantic Payphone con-

ciuded, based on an extensive examination of FCC statements, that
tariffing of a service at the Federal level "has nothing te do with
the issue presented here, namely, whether the rate charged for
local usage must meet the Federal New Services Test." Id. at 7.

A conclusion similar to that reached in Pennsylvania is
appropriate in this case. There is nothing in the record requiring
cfferings subkject to the New Services Test to be limited to those

issues tariffed at the Federal level., Federal rulings point to New

' pa. P.U.C. Docket No. R-00873867C0001.
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Services Test applicability, as shown by the following text and

footnote in the FCC's First [Common Carrier Bureau] CCB Crder:

Tariffs for payphone services, including
unbundled features and functiocns £filed with
the states, pursuant to the Payphone

Reclassification Proceeding, must be cost-
based, consistent with Section 276, nondis-
criminatory, and consistent with Ceomputer IIT
tariffing guidelines.’®

5 1d. at para. 163. As stated in the Order on
Reconsideration, the intrastate tariffs are
subject to the new services test. '

Order on Reconsideration at Id., n. 492.

Emphasis added.

It is obvious, then, that services listed on intrastate, as well as
on Federal, or interstate, tariffs may be subject to the New
Services Test. It is equally clear that Bell Atlantic's argument
that the NST can apply only to services which are Federally
tariffed is erronecus.

Bell Atlantic also argued against applying the HNST to
local pa?pﬁone usage rates because the Company offers usage to
payphones under a bundled retail business tariff rather than an
unbundled payphone tariff. fThis argument is simply another version

—-—

of the Company's position that services must be payphone-specific

in order to be subject te the NST. If businesses may buy the same

or essentially the same services as PSPs, Bell atlantic would
contend, these services are clearly not payphone specific. As
already discussed, howevér, Bell Atlantic's argument is a weak one
in a ccompetitive environment. Federal law and regulation reguire

that Bell Atlantic payphones and COCOTs be on an egqual competitive
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footing. The New Services Test is a mechanism to further the
achievement of such a'goal. Conforming payphone usage tariffs to
the requirement of the ¥New Services Test may result in payphcne
usage charges being lower than charges for resellers or for regular
business wusage, a possibility to which BA-MD strongly objected,
This result however, is neilther certain nor likely.' Even 1if it
were, it does not permit us to ignore the competitive regquirements
of Section 276 and the various FCC orders. It is also a result not
inconsistent with the scon-to-be fully g\ompetitive payphone
environment, in which BA-Mb's payphones will compete on a level
with theose of other Payphone Service Providers. Failure to insure
that usage service 1s provided at unsubsidized rates would,
however, Dbe Iinconsistent with the new state of the payphone
industry.!” Therefore, this Proposed Order requires Bell Atlantic

—
to price local payphone usage according to the requirements of the

—_— ,
New Services Test. If necessary to accomplish this goal, BA-MD
‘-._._‘_-_“—_-_—.___._._-—.

will unbundle usage and provide it to PSPs apart £rom ordinary

business usage.

¥ In its Order No. 73010, issued November 8, 1996, 1n Case No. B731,

pP. 28, the Commission applied a wholesale discount rate of 1%8.87 percent
for resellers of service who provide their own operator and directory
services. This provision would insure that most resellers could purchase
service at a rate lower than PSPs. These savings may be passed on to
business users. Even if some business users end up paying more for cer-
tain services than PSPs, that result is supportable. PSPs, in providing
local phone service in many low-income areas, provide a different gservice
than most businesses.

17 Bell Atlantic urges that *the FCC has c¢clearly ruled that the services
that ... LECs offer ... need not be made available at wholegale rates ULO
independent PSPs.* Bell Atlantic concludes on the strength of the FCC
ruling that permitting PSPs to purchase usage at "wholesale* business
rates 1s not permissible. PTC responds that it is in fact not seeking
wholesale rates, but rather rates consistent with the New Services Test.
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STATE OF NEW YORK
PUBLIC SERVICE CCMMISSICHN

Case 95-C- - Petition of the Independent Payphone
Association of New York, Inc. to
Modlfy New York Telephcne Wholesals
Payphone Service Rates and award Refunds

STATE OF FLORIDA )
)
COUNTY OF SARASOTA )

Louis A. Ceddia, being duly sworn, deposes and

says:

NTRQDUCTION

1. I am the principzl member of LMC Associates
LLC, a firm that provides regulatory policy and planning
services to telecommunicaticns providers. My business
address 1is 8200 Deerbrock Circle, Sarasota, Fleorida. Prier
to the establishment of ILMC Associates, I was employed by
the New York State Depariment of Public Service. During my
twenty-five vears there, I held various positions in the
areas of telecommunications pelicy, planning, service and
rates. A number of those pcesitions were at the policy
making level. During my tenure in planning and rates, I was
on numercus occasions the expert staff witness in rate
proceedings con the cost of service and rates assoclated with
telecommunications services provided to business customers.
In that capacity, I criticued ccmpany cost studles, prepared
cost studies of mvy own, designed rates based on those costs

and offered sworn testimonv on all these matters. Recently,



I have been retalned by the Independent Payphone Asscciation
of New York, Inc. (IPANY), to review and comment upon the
ariff revislions filed by New York Telephone (NYT) in Case

G6-C-1174.

BACKGROUND

2. On December 31, 1996, the Commission
instituted Case 96-~C-1174 to address and implement the
requirements of the new Federal pavpheone regulations and to

ions of those rules.- The

F

assess fully the ramifica
Commission alseo required local exchange companies (LECs) to
file tariff revisions consistent with the new federal
regulations to become effective by April 15, 19%7.- ©n
December 31, 1996, NYT filed tariff revisions to becomse
effective on April 1, 1997, and on March 31, 1%%7, the
Commission approved the fTariif revisions on a tempcrary
basis because the tariff structure and rate levels had not
been testad in the coin telerhone marketplace.® oOn July 30,

1957, the Commission requested ccmments from interested

parties on the tariff revisicns, to be sukbmitted by

OCrder Instituting Proces
and Effective December 31, 1%

- Id., at Ordering Clauss 4
: Order Approving Tariff On & Tempcorary Basis, Issued and
riffective March 31, 1%97, at PFages 3 and 4.



September 15, 1997.° Comments were submitted by IPANY, and

by AT&T Communications of New York, Inc. (AT&T) .*
NEW YORKX TELEPHONE'S TARIPF FILING

3. On December 21, 1958, NYT filed revisions to
its Public Telephone Services tariff. The purpese of this

filing was to comply with the payphone reclassificaticn
provisions of The Telecommunicaticns Act of 19%6, the
Commission's Order instituting Case 96-C-1174, and the FCC's
Report and Order in Docket 96-128. The tariff revisions
contained rates for four tvpes ¢f coin telephone lines and
their features® which, pricr tc the tariff filing, were

available only to NYT's own payphone operaticns.  However,

: Notice Regquesting Comments Addressing Aspects 0Of The
Federal Payphone Regulaticns, The Need For Changes To The
Cemmission's COCOT Regulations And Certain LEC Payphone
Tariffs, Issued July 30, 18¢7. The due date for comments
was subseguently extended to Seaptember 30, 1997.

*  AT&T's comments are consistent with IPANY's regarding
weaknesses in New York TeWepnoneTs tariff supporting cast
studies. Although AT&T argues tThat costs may be understated

and IPANY claimg that costs are cverstated, these positions
are not mutually exclusive. AT&T's concerns center on the
costs assoclated with payrhone sets that, prior to
deregqulation, were reccvered through access rates. IPANY's
cost concerns, on the other hangd, involve botftleneck
facllities that remaln regulated.

2 lines NYT will provide

°  The four types of coin teleghon
in the new category of Publlic Access Swmart Pay Lines are
cne-way and two-way Basic Coln Access Lines (BCALL and
BCAL2), INMATE and CHARGE-A-CALL
The Teleccommunicatlons act did noit regulire that the
retaill payphone services provided by NYT ke provided through
a Section 272 structurallv separats subsidiary, similar to



the tariff's exlisting terms and rates for the bottleneck
paypncne lines and features used by IPANY members were not
changed. The tariff revisions alsc removed from rates and
charges payphone sets and set related eguipment. With the
above revisicns, NYT claimed that its Public Telephone
Services tarilff meit the reguirements of The

Telecommunicaticns Act.’

DPURPQOSE OF STATEMENT

rt

4. The purpcse of this statement is to offer a

response to the Commission's expressed interest in the
impact of the NYT tériff revisions on the coilin telephone
marketplace. I will describe my review and analysis of the
tariff revisions and comment on the impact the revisicns
have had in the New York payphone market. In doing so, I

f's conformance to the

Hy

will cffer my assessments cf the tari
non-discriminaticn preovisions 1n Secticn 276 of The

Telecommunications Act, and the tariff's compliance with the

the retail services covered by Section 271, and 273 to 2735
of the Act. NYT instead chose tc provide retail payphone
services through a separate operating division, known as
PUBCOM. While this operating divisicn is IPANY's competitor
in the marketplace, 1t 1s the costs and rates of NYT's
bottleneck payphone services, which continue to be provided
to IPANY and to NYT's PUBCOM by the ragulated core company,
which are at l1ssue here. :

5 See 47 U.S.C. §27& These provisions ars described 1n
Report and Order, FCC 26-283, CC Docket No. 96-123, Relezsed

and Adopted September 20, 1996, at §i92-208.

A



cost-based pricing reguirements of the Federal
Communicaticns Commlission (FCC). In addition, I will
present an alternative view of payrhone service ccsts and
rate structure and descrike how the existing NYT rates for
the access lines used by Independent Payphoné Providers
(IPPs) result in a gross over-recovery of costs. Finally, I
will comment on the market aspects cf the tariff revisions
and how well NYT's Public Telephone Services tariff, in
general, fits with the Commissicon's pro-competition/pro-

consumer policies.

TARIFF ANALYSIS

4

5. n its December 31, 1996 tariff filing, NYT
established rates for the first fime for the pay telephone
services and features it uses in its cwn vertically

integrated pay telephone operations. In constructing the

rates for the bottleneck pavphone services 1t was

introducing, NYT utilized the existing Basic Public Access

}_J
[

Puklic Telephone Services tariff as

0

Line {BPAL) rates in 1t
a surrogate for service costs and as a starting peint for
the new rates. By dcing so, NYT chose to eschew the FCC
reguired application of the New Services Test in 1ts rating

of the services 1t has used for years 1n its own payphone

operaticns.’ The rating scheme used by NYT produced mentihly
g See Reperit and Order, at {116 wnich states, "We
cenclude that incumbent LECs must provide coln service so



rates with a range from $22.73 for INMATE and CHARGE-A-CALL
to $23.72 and $24.85 for BCAL2 and BCALL respectively.™ As
I will show, the process NYZT utilized to determine the level
of rates for the services it included in its tariff filing
1s Incorrect. Moreover, the tariff filing excluded from
consideration entirely the rates for existing services used
by IPANY and other independent pavphone providers, and this

is a direct viclation ¢f FCC reguirements.

THE REQUIREMENTS OF THE TELECOMMUNICATIONS ACT QF 1936

6. In order to conform to the payphone service
provisions of the Telecowmunications Act of 1996, NYT must
meet two broad conditicens regarding its dealings with its
must nct prefer or

payphone competitors. First, it

discriminate in favor of its cwn payphone service.

ayphone services

competitive paypheone providers can o r o
art pavphones' <r
Tfi

using either instrument-implemented 's
'dumb ' payphones that utilize centra fice coin services,
or some combination ¢f the twe in a manner similar to the
LECs. Because the incumbent LECs have used central office
coin services in the past, but have not made thesse services
available to independent pavphone providers for use in their
provision of payphone services, we reguirs that incumbent

-
'

LEC provision of coin transmissicn services on an unbundled
basis be treated as a new service under the Commission's
price cap rules. Because lncumbent LECs may have an
incentive to charge their ceompetitors unreasonably high
prices for these services, we conclude that the new services
test 1s necessary to ensure that central office coin

Y~ 3 1t

services are priced reascnabkly

—
30 d

" Fillng Overview, Néw Ycrk Telegnone, Section 4.

47 U.S.C. §276(a) (2).



Second, 1t must adhere to non-structural safeguards which,
"et a minimum, include the nen-structural safeguards equal
to those adcpted in the Computer Inguiry-III (CC Docket No.
g50-263) 1.5

7. The FCC determined that such safeguards
mandate unbundled nondiscriminatery access to NYT network
features and functionalities, on the basis of terms and
conditions egual to those provided to NYT's own
cperaticns.” It also reguired that NYT provide tc payphone
competitors access to other unbundled network slements that
are nct unigque to payphone services, but are integral to
competliters’' service offerings to end~users. - The FCC
further regquired that tariffs for all payphone lines and
unbundled features and functicns be filad with the states,
and permitted states to require additional unbundling
requested by competitors cr as needs arise.” Finally, the
FCC stated that non-discriminatory rates would be
accomplished through the application of the "New Services

Test" which determines prices by calculating the direct cost

= 8ee 47 U.&.C., §276(bY{1)(c).
» Report and Order, FCC 9$6-388, CC Docket No. 96-128,

23
Released and Adopted Septemper 2¢, 18%6, at Y196

o T1d., at Y 203

= Id.

, at % 142,

™

" Delegated Auvthcrity, D
Order Adopted and Released Apri

Nc. 96-128,

LY

7

e E]

-73, C
g
¢

—
=
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of providing a service.

TEE "NEW SERVICES TEST N

=

8. The "New Services est™ 1s an assessment used

(]

by the FCC to determine whether companlies such as NYT, which
‘operate under federal price cap rules, file rates for new
Open Network Architecture (ONA) interstate access services
that are kased on cost. The test regquires the filing
company to determine the direct cost of providing a service,
and to use that cost as a price flocr. With the direct cost
as a lower bound for pricing to avert subsidy situations,
the coverall rate for the service is then established by
adding a reasonable amount of overhead.”® The "New Services
Testh" therefore establishes a cost-based-rate requirement

for the bottleneck service components ¢f LEC services

vided to competitors.

g
o
O

COST OF SERVICE SUPPORT

S. As sTated earllier, NYT did not calculate

1

actual direct costs, but instead used its existing rates as

[

a surrogate for line costs in its tariff filing. This Is

~ Report and Order, at Y145 See also 47 C.F.R. Part 61
at 61.49(L) and {qg)

¥ Delegated puthority, DA 98~2110, Letter dated Qctobker
28, 1998, Kathryn C. Brown, Chiei, Common Carrier Bureau,
FCC, to Honorable Joseph P. Mettner, Chairman, Public
Service Commission of Wisconsin, at Fags 2 See also, CONA
COrder, & FCC Rcd at 4331, at g <2



Eun Incremental Cost

status, but

review. On

the LRIC to

memo 1n support of the filing, which I will

the NYT rFiling COverview. NYT also filed a Long

(LRIC) analysis under trade secret
that cost analysis was nct made availabkle for

June 10, 19%7, NYT agreed tc provide a copy of

IPANY and also To an expert who was not

objecticnakle to NYT.  However, when the LRIC was

requested by IPANY in conjunction with this analysis, the

request was refused. The LRIC's usefulness in this

analysis 1s guestionable though, for as I will expliain, the
content of NYT's Filing Overview indicates that the LRIC was

likely incomplete, its calculations likely violated FCC cost

and it appears to have been based on

and price guidelines,

data that became obsoclete on the efrfective date of the

10. With these ard other deficiencies I have

Slevin, Counsel, NYNEX, to Steven

Y  Letter <f Rokert P.
Department of Public Service,

Blow, Reccrds aAccess QOfficer,
dated June 10, 1997.
¥ It was explained that tThe rasguest was reajectad because
New York Telephcne's prior approval was two vears old and
ad NYT stated that in

that the coin proceeding was clos
order for the LRIC to ke released, the
process through the DPS Records Access
including & new showing of need

formal reguest
Cfficer must begin
for the LRIC by

again,
IPANY.

* The April 1, 1997 effective date of the tariff is also
the date the Commissicon issusd 1ts Jpinicn and Crder Setting
Rates for First Group ci Network Elements. It 1s the costs
established in that proceseding which should ke used to set
whclesale payphone rates

2



found, NYT'scost support for its tariff filing fails all of

the payphone pricing conditicns of The Telecommunications

Act as defined by the FCC. As indicated, the ccmpany did
not calculate the direct cost cof the new payphone lines it
has intreoduced, as required by the FCC's "New Services

ting Public Access Line

Test." The company usad instead exls
rates as the basis of 1ts computations.” In addition, NYT

did not even consider calculating direct costs for the
existing Public Telephone Services used by 1ts payphone
competitcrs, a direct contravention of FCC directives.

11. In 1997, NYT claimed tc the FCC that it 2id

not understand that the "New Services Test" reqguirement alsc

applied to existing payphone services.”” Apparently to

assuage FCC concerns, NYT then committed "to reimburse and

provide credit to those purchasing the services back to

April 13, 1997," if rates for services under the "New

Services Test!" prove to ke lower than those now in

existence.”’

CC directives, and

!

12. However, desplite the

NYT's commitment to the FCC, NYT has not, in more than two

vears, notified the Department of Public Service of its

= Filing Overview, Secticn 3.

- rte Letter of Michael Kelliogg, Counsel, RBOC
Coalltlon to Mary Beth Richards, Deputy Chief, Common
Carrier Bureau, FCC, Dated April 11, 1897, at Page 1.

< Id., at Page 3.



£,

commitment;. nor has it attempted to wmodify its tariff filing
in New York to include the reguisite “New Services Test.”
Even though the FCC In August 1999 eliminated the "New
Services Test" requlrement for many of the new services
introduced by companles such as NYT, the test 1s still
raquired for loop-based services such as those utilized by
NYT's payphone competitors.-

13. Anocther critical failure by NYT in its
filings with this Commission has keen its decision not to
submit cost calculations for the usage it provides to its
own payphone cperaticns and to its competitcors. Again,
contrary to FCC unbundling reguirements, NYT continues to
charge its competitors retail message unii rates for local
traffic, and retail interregional rates for intra-LATA

traffic in the NY Metropclitan area, instead of cost-based

rates.
14. The end result of the deficiencies 1n NYT's

cost support is that rates charged to IPANY members are far

*  Fifth Report and COrder and Further Notice of Propcsed
Rulemaking, FCC 929-206, CC Docket No. $6-262, Adopted August

5, 1999 and Released August 27, 1$%9, at Y39. "Loop-based"
services are defined in accordance with 47 C.F.R. §36.15%4 as
those utilizing "[siubscriber c¢r common lines that are

jointly used for local exchange service and exchange access
Tor state and interstate lnterexchangs services.,"

- Significantly, thers is refisrence to NYT's use of local

5

switching costs, rather than message unit rates, 1in

determining its profitakility 1n the proprietary LRIC cost

study See Crder Approving Tarlfif Cn A Tempoerary Basis, at
3

Pags 4.
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in excess cof what was authcrized by the FCC. Furthermore,

M
Q

NYT incurs costs to its cor perations, and not retail
rates, when providing serviceg to its own payphone

cperations. To then construct 1ts prices to its competitors
on the basls of incurring ratss rather than cosits is clearly

discriminating agalinst competitors in favor of its own

payphone operations.

IMPUTATTIONS

'13. As a way of indicating to this Commission
that 1ts propcsed rates were acceptable, and that all
subsidies tc its payphone coperations would end, NYT
performed imputations which concluded that 1ts cost per
completed call was below the average revenue the company
received per completed call.” The first imputation used a

combined link and port rate, zgalin as a substltute for cocst,

of $25.239 per month, which was optained from then existing
interconnection agreement arkl

=1

imputation anzlysis was perfcrmed, using a welghted tariff-

proposed line rate of $24.2%, plus an average local message
unit rate cf $0.09 per completed call, instead of local

switching cost. These Imputatoeons claimed to show that in

roving Tarliff On A Temporary
3



sidies,” the rates tha

U'

o eliminating payphcne su

rt
Y

addition

1)

rle and did not

fu

NYT was proposing were falr, reascna
discriminate agalinst payphone competitcrs to the advantage
of its own payphone cperations.

16. EHowever, contrary to NYT's assertions, NYT's
rates for underlying payphone services are unreasoconably high

when compared to cost.’t In addition, one of the results of

the imputations is NYT's self-serving claim that NVT's

payphone competitors are not "sgueezed" by NYT's rates

itable when rates are

I'h

because NYT payphones are still pr
used as a surrcgate for costs. Following NYT's loglc, based
on the outdated, pre—ﬁniVersal Service Fund practice of
contributory pricing for the bottleneck components of
competitive services, prices to NYT's competlitors zould be

raised to $100 per iline above cosz, and as long as total

= Id. Page 4.

5 In 1984, most lccal exchange company paypheones,
including these of New York Telephone, performed their
routline functilons, such as coin collection or coln return,
through signals sernt from their serving central ciffice
switches. As a result, these "dump" payphones ware viewed
by the FCC as an extensicn of the local t:Wephone network

in 1its Computsr Inguiry IT decision. This treatment as
part of the local network resulted in NYT's pavphone
equipment and payrhene line costs bsing recovered through
various subsidiss, inciuding thrcough access charges paid
by consumers and inter-exchange carrliars

. See Filing Overview, Section 3. There, NYT puts its
pricing practices cn display. Coln service features with
a cost of $1.51 and $0.00 are priced at $6.00 and $2.00

respectively.



revenues produce any level of preiit, competitors will not,
according to NYT, be '"sgueezed", and consumers will be
hetter cff. This is far from the reality of the marketplace
where NYT's rates already far excesed costs, As a result,
NYT's payphone competiltors, and New Yerk's lower income

consumers, are caught petween NY¥T's excessive rates for

bottleneck payphone services and ccmpetitlon from wirsless

sarvices.

ESTABELISHING DIRECT CQOST

17. There 1s no need to speculate about NYT's

cost of providing payphone line services. The Commission's

Opinion 97-2 and NYT's Netwcocrk Elements tariff reveals that

f a Public Access Line

ot

S

O

infoermation. -~ The cost-kased ra

i

me rate as a standard

o
i

he s

(3

{

coin port is $z.50 ger month,

Links, which weould connect

Analcocg Line Port element.’

payphcne sets to these poris, have no attributes different

7 per menth as a statewide

o~

from standard links and ars $12.

(.|

= The use of cost data from Cpinicn $7-2 should not be
interpreted as a reguest by IPANY nembsers for treatment as
"carriers" under Section 251 of the Telecommunications
Act. Rather, the cost data frem Croinicn 27-2 1s used as a
surrecgate for the direct cest dataz not filed by New York
Telephone.

+ Ses P.5.C. MNo. 918 -Telephcns, New York Telephone,
Section 5, 4th Revised Page 6%, at 5.6.1.7 {A)



average, ' $12.4% for Major Citises,
State,” and most recently 511.83 for Manhattan.

Elemert Long Run Incremental Cost

rates are based on Total

(TELRIC)."® Since the FCC specified that pavphone service

rates be calculated on the basis of direct cost plus a
those criteria are met by

reasonable amount cf overhead,

TELRIC rates, which previde a close approximation of direct
cost based rates for the fcllowing reasons:

TEIRIC based costs are essentially direct

(a) :
costs because they ccntain little allocation
cf joint or common costs.
() TELRIC based costs are long run, where nearly
3“ Opinion and Order Setting Rates fer First Group of
Case 95-C-0657, Issued

Network Elements,
and Effective April 1,
Page 1 c¢f 3. This statewide NYT

Commission in its pricing cf link

Opinion No. 27-2,

1997, at Attachment C, Schedule 1,
ccst was not used by the

l=

Nc. 916 -Telephone.

Order Allowing Deaveraging Tarif
Effect, Case $8-C~ 1357, Issued and Efi

lines offer certain blocking and screening

Ll

# o PAL
including Outward Call Screening,

features,

Internaticnal Call

Blocking, and Billed Number Screaning not normally associated

with business lines.
negligikle. Fcr example,

Billed Number Screening 1is
to Hon. John C. Crary from
}q Ia., at Page 11l.

However,

the cost of these services is
acknowledges the cost of
Letter of July 22, 18%7,
Counsel To NYT.

=



directiy

211 costs are varliable and

attributable.

including

TELRIC based costs contalin all the components
and

capital

L

a1ae on

Lurn

(<)
of direct cost calculations,
investe

components for re

asset depreclation.
inclucde an allocaticon of
4—1 iV

TEILRIC bhased costs
' Directly
which meets

overhead expenses in its
factor,

vttributable Joint Costs
the "New Services Test" pricing

reguirement.”

Ple, I

COST AND RATE COMPARISONS
To illustrate the positicn that the rates NYT
have prepared

18.

IPANY members are not
As shown 1n the

To

charges
comparison of rates charged by

a

competitors and retail business custcmers.
tables below, the rates NYT charges to IPANY for payphone
lines and usage differ widely from NYT's TELRIC cost based
and from the rates NYT charges tTo other local

rates,
exchange competitors and retail kbusiness customers:

Id., at Pages 38-43.
at Page 88.

Id.,



Table A

Line Rates
Cost CLECY  Reselier ™ Reseller Regail Retadl IPANY "
Component Elements Sinele Line Multi-Line Single Line  Multi-Line Pavphone
Link $12.49 $13.32 £i3.52 S16.46 £16.46 £19.80
Port 230 0.00 .00 (.00 (.00 0.00
FCC EUCL .00 283 O 39 350 s 0 8.14
FCC PICCY 0.00 0.84 34Y ) 431 4.37
Totaj S14.99 Ste.uw 52339 SZT G L2890 53223

19. It 1is critical to note that, for payphone PAL
lines, 1n addition to receiving the LIDPAIL rate of $19.80,
whnich already excseds the $14.9%9 direct cost of the link and

port (with reasonable overheads), NYT alsc recelves an FCC

C. The link rate shown

= See Opinion $7-2, Attachment
here 1s the major city rate, whers the overwhelming majority of
public pay telephcones are installed.

¥ see Opinion and order Determining Wholesale Discount,
Opinicn 96-30, Case 95-C-0637, Issusd and Effective November 27,
1996, at Page 7%. The wholesals discount for NYT services is
16.1% where NYT provides operator services and 21.7% where
operator services are provided by the reseller. The rates shown

here are at the more conservative 18.13% discount, where resellers
provide no facilities at all.

3

* This rate is for the pavphone line most used by IPANY
members. It is referred to in NYT's tariff as an Enhanced LIDPAL
with Outgolng Call Screening. It includes blocklng, limited
inter-LATA dialing and outgeing call screening. See PSC No. 215
- Telephone. Ail of these features are supported by the PAL port
element. See also Tariff FCC No. 1, The NYNEX Telephone
Companies, 8th Revised Page 31.123, at 21.13.12 where tne
Operator Number Screening rate is zer

=

Carrier Charge) 1is
is presubscribed.
billakle directly
CC reprzsents a

the NTS cost of the

S
3

* The FCC's PICC (Primarv Inztere
imposed by NYT con the IXC to which a o
If there is no presubscribed IXC, th
to the payphone coeratcr. Elther way,
source of 1ncecme to NYT to cover a port

PAL line.
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recovary by NYT cf a2t lea

lus ocverheads) of the PAL Line.

el

unseparated direct cost

20. Bevond the compariscn to TELRIC rates, it is
not logical that the PAL rates pald by IPANY members are
$3.34 to $11.2% per month higher than those paid by

businesses for reatail service, especially since business

'ka

access line service has historically been priced to recover

full costs and provide a contribution. Even pure
raesellers which utilize no facilities of thelr cwn have the

benefit of rates $8.86 to $15.26 per month lower than those

paid by IPANY members.

¥  More than two years ago the FCC noted that the
Telecommunicaticns Act reguired competitors to
pray full cost-based rates for network elements, and that

permitting LECs to charge EUCLs in addition to the reasonable
cost of facilities would cecnstitute a douDlu recovery. Thus,
purchasers of unbundled links - which already pay the

~ are not

unseparated, total cost of the link in the link rate
required to pay ¥CC EUCL charces cr PICCS.

]

There are additional revenue sources collectad by NYT

designed to cover NTS costs of the loop, including USF payments
(if any) received by a LEC and per—-ninute CCL components of
access charges. When tcll calls are made from a pavphone, the
IXC pays originating access charges to NYT, which may include a
CCL component. These should be recognized as further offsets
to (or appropriate reductions IZrom) the unseparated total loop
cost as captured by TELRIC rates. Ecowever, because of the
complexity cf measuring this additional revenue source, I have

cmitted 1t from this analysis.

o~

“  See Opinicn and Crder Determining Wholesale Discount,
at Pages 74 and 75. Also, the pricing of kusiness services
to recover full costs dates to P.S.C. Casa 26426, Case 26775
and Case 2745%, conducted 1n the 1970s

“ As with carrier resellers, N¥T avoids nmarketing and other
costs when 1T provides wholesale, underlying services to pay



21. The other serious deflclency 1n NYT's pricing
is with respect to usage rates. As shown in Table E, the
local usage retail rates charged te IPANY members for the
average call are 23% higher than those charged to resellers,

and more than z 400% markup cover local usage costs.™

Tuble B

Usage Rates
Usage st CLEC Reseller Reseller Rerail Retail [PANY
3 Minutes Elements Sinele Line  Autti-Line Sinele Line  Multi-Line Puvphone
Day S0.01 $0.000 S0 066 Saosl L0081 $0.081
Evening L0.006 S0.066 L0.066 MERShE 50.081 $0.081
Night €000z $0.066 0 066 L0081 L£0.081 $G.081
Dav Call $0018 30074 S0074 SG.0Y ] S0 091 $0.091

Ave.

22. Regarding Takle 3, there can be aksolutely no
reascn for IPANY to pay rates higher than these paild by
resellers, which provide no network facilitles whatscever.

23, NYT is likely tec argue that IPANY members are
not eligikle for rates identical to these provided to CLECs
because IPANY members are ncot facllities based carriers, and
therefore ars nct enititled tc TELRIC rates for Unbundled

Network Elemants under §251 and §232 of the Telecom Act,

i

But the proposed use of TELRIC rates 1s not kased on §251

ulrement to

From the FCC's re

Ity
[
8]
-3
ui
12

and §232. Rather, it

telephone providers, which alsc provide service through

ct

Opinicn ©27-2, Attachment D.



